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1   See Bresnahan (1989). WORKING PAPER 3-09 
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Table 1  Competition measurements 
  Examples of indicators  Main advantage   Main disadvantage 
Direct approach  Market Concentration  Relatively easy to calculate  Not monotone to competition 
(they may incorrectly show an 
increase in competition, when in 
fact competition has declined)  
  Price cost margins     
  Import penetration     
  Entry/exit     
Indirect approach   Price cost margins (Hall 1988, 
Roeger 1995) 
Better grounded to theory  Harder to calculate and sensitive 
to the specifications chosen 






































UK2, material cost is approximated by the cost of intermediate inputs. Profit ( it π ) is defined as the dif‐












The profit elasticity measure is based on firm‐level panel data. The data used for the estimation of the 
Boone indicator is taken from the 2007 Amadeus DVD (Bureau van Dijk) for seven European countries 
(Belgium, Finland, France, Italy, Spain, Sweden, and United Kingdom), ten manufacturing industries 
and eleven non‐manufacturing industries.  Since this huge firm level data set contained some errors due 














Table 2  Selected industries 
Manufacturing sectors     
Food, Beverages and Tobacco  15t16  (Food) 
Textiles, textile, leather and footwear  17t19  (Textile) 
Wood and of wood and cork  20  (Wood) 
Pulp, paper, printing  and publishing  21t22  (Paper) 
Chemical, rubber, plastics and fuel  23t25  (Chemicals) 
Other non-metallic mineral  26  (Non-metallic) 
Basic metals and fabricated metal  27t28  (Metals) 
Machinery NEC  29  (Machinery) 
Electrical and Optical equipment   30t33  (ICT) 
Transport equipment  34t35  (Motor) 
     
Non-manufacturing sectors     
Electricity, gas and water supply  E (40t41)  (Public utilities) 
Construction  F (45)  (Construction) 
Sale, maintenance and repair of motor vehicles and motorcy-
cles; retail sale of fuel 
50  (Garage) 
Wholesale trade and commission trade, except of motor  
vehicles and motorcycles 
51  (Wholesale) 
Retail trade, except of motor vehicles and motorcycles;  
repair of household goods 
52  (Retail trade) 
Transport and storage and communication  I (60t64)  (Transport, storage and communications) 
Transport and storage  60t63  (Transport) 
Post and telecommunications  64  (Communication) 
Financial intermediation  J (65t67)  (Finance) 
Real estate, renting of m&eq and other business activities  
(for AP calculations) 
K (70t74)  (Real estate & business) 
Real estate and renting of m&eq and other business activities 
and computer and related activities (for PE calculations) 
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6   There is a difference in classification between  PE and  AP. We could estimate the  PE for  NACE 70, 71 and 72 separately, 
whereas we could calculate the AP only for the aggregate 70t74. For the analysis of the PE we aggregated 70, 71 and 72 and 














































Table 3  Profit Elasticity in selected industries 
  Belgium  EU-6* 
  1997-2004  1997-2004 
Manufacturing      
Average  2,02  2,33 
Food  1,38  2,05 
Textile  2,16  2,45 
Wood  2,19  3,06 
Paper  1,25  1,56 
Chemicals  1,49  1,77 
Non metallic  2,36  2,17 
Metal  1,31  2,52 
Machinery   2,79  2,87 
ICT  2,06  2,33 
Motor  3,19  2,50 
     
Non manufacturing     
Average  1,11  1,34 
Public utilities  0,78  0,63 
Construction  2,06  1,75 
Garage  1,32  2,43 
Wholesale   1,35  1,71 
Retail trade  1,14  2,05 
Transport  0,91  1,14 
Communication  1,22  1,35 
Finance  0,57  0,77 
Real estate, renting, and computer  0,96  0,96 
* Finland, France, Italy, Spain, Sweden, United Kingdom 
Source: Amadeus 2007, own calculations. 




Table 4  Average Profitability in selected industries 
      Belgium  EU-6** 
      1985-1996  1997-2004  1985-1996  1997-2004 
Manufacturing  
Average  1,11  1,10  1,05  1,09 
Food  1,14  1,13  1,11  1,12 
Textile  1,04  1,06  1,01  0,99 
Wood  0,89  1,03  1,01  1,06 
Paper  1,17  1,11  1,05  1,09 
Chemicals  1,37  1,29  1,10  1,22 
Non-metallic  1,14  1,10  1,10  1,11 
Metals  1,06  1,02  1,05  1,06 
Machinery  1,08  1,18  1,06  1,07 
ICT  1,10  1,02  1,09  1,20 
Motor  1,11  1,02  0,92  1,02 
                 
Non manufacturing 
Average  1,06  1,10  1,00  1,09 
Public utilities  1,17  1,21  0,95  1,11 
Construction  1,14  1,13  1,07  1,10 
Garage  1,24  1,21  1,08  1,15 
Wholesale  1,33  1,24  1,20  1,21 
 Retail trade  1,19  1,16  1,00  1,02 
Transport, storage and communication  0,78  0,88  0,84  0,93 
Transport (1)  0,79  0,88  0,85  0,93 
Communication (1)  0,94  1,05  1,01  1,11 
Finance  1,08  1,17  1,16  1,25 
Real estate, renting, and business activities  0,96  1,13  0,87  1,04 
**   Austria, Denmark, Finland, Italy, Netherlands, United Kingdom 
(1): values for Belgium obtained by disaggregating the Transport, storage and communications value of AP, based on the EU-6** 
calculated values 








agrees  with  the  AP  which  registers  an  increase  in  the  average  mark‐up,  implying  an  decrease  in 





registers an increase in the mark‐up which would imply a decrease in competition. Unfortunately, WORKING PAPER 3-09 
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without  disaggregated  data  and  keeping  in  mind  that  transport  is  usually  a  heavily  subsidized 
industry, the AP indicator is not informative in this case. 
Graph 1  Profit Elasticity in manufacturing industries, Belgium 
 
Source: Amadeus 2007, own calculations. 
Graph 2   Average Profitability in manufacturing industries, Belgium 
 



























Graph 3   Profit Elasticity in non-manufacturing industries, Belgium 
 
Source: Amadeus 2007, own calculations. 
Graph 4  Average Profitability in non-manufacturing industries, Belgium 
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Graph 5   Profit Elasticity ranking of manufacturing industries, 1997-2004 averages  
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Graph 6   Average Profitability ranking of manufacturing industries, 1997-2004 averages 
 
Source: EUKLEMS, FPB own calculations. 
Graph 7   Profit Elasticity ranking of non- manufacturing industries, 1997-2004 averages 
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Graph 8   Average Profitability ranking of non-manufacturing industries, 1997-2004 averages 
 






























Table 5   Countries
9’ Profit Elasticity ranking from strong to weak competition, 1997-2004 averages 
      Highest Competition  Lowest Competition  Belgium 
Manufacturing          
Food  United Kingdom  Sweden  6 
Textile  United Kingdom  Sweden  3 
Wood   United Kingdom  Sweden  4 
Paper  United Kingdom  Sweden  3 
Chemicals  United Kingdom  Sweden  5 
Non-metallic  United Kingdom  Sweden  2 
Metals  United Kingdom  Sweden  6 
Machinery   United Kingdom  Sweden  3 
ICT  United Kingdom  Sweden  4 
Motor  United Kingdom  Sweden  2 
Non manufacturing          
Public Utilities  Spain  Italy  3 
Construction  United Kingdom  Italy  3 
Garage  United Kingdom  Sweden  6 
Wholesale   United Kingdom  Sweden  6 
 Retail trade  Spain  Belgium  7 
Transport  United Kingdom  Italy  4 
Communication  United Kingdom  Sweden  3 
Finance     Spain  Finland  6 
Source: Amadeus 2007, own calculations. 
Table 6  Countries
10 Average Profitability ranking from strong to weak competition, 1997-2004  
averages 
  Highest competition  Lowest Competition  Belgium 
Manufacturing       
Food  Italy  Netherlands  5 
Textile  Finland  Austria  6 
Wood   Italy  Austria  3 
Paper  Denmark  Finland  5 
Chemicals  United Kingdom  Netherlands  5 
Non-metallic  Denmark  Finland  5 
Metals  United Kingdom  Austria  4 
Machinery  Denmark  Austria  6 
ICT  Netherlands  Finland  2 
Motor  Italy  Austria  5 
Non-manufacturing       
Public Utilities  Netherlands  Denmark  5 
Construction  Finland  Austria  5 
Garage  Denmark  Austria  5 
Wholesale   Denmark  Finland  3 
Retail trade  Denmark  Belgium  7 
Finance  Italy  Finland  4 
Real estate, renting, and business activities  Denmark  Italy  5 
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Graph 9   Competition mapping of Belgian industries according to Profit Elasticity and Average  
Profitability 
 





















































Graph 10   Comparison of degrees of competition (Belgium vs EU) according to relative profit elasticity 
and relative average profitability 
 















































Graph 11   Profit Elasticity and Average Profitability within industries (across time) 
  
















































































































































































































Graph 12   Profit Elasticity and Average Profitability within a year (across industries) 
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4.1.  The Regimpact indicator (RI) 
Product market regulations with anticompetitive effects will also have an impact on firms operating in 
other industries of the economy that use their output as intermediate inputs. Conway and Nicoletti 






















12   Austria, Denmark, Finland, France, Italy, the Netherlands, Sweden and the UK. WORKING PAPER 3-09 
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Graph 13   Regulation impact index for selected Belgian and EU-9 industries, 1997-2003 averages 
 
Source: OECD, own calculations 
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Graph 14  Country average regulation impact for the 1997-2003 average manufacturing industry 
 
Source: OECD, own calculations 
Graph 15  Country average regulation impact for the 1991-2003 average non-manufacturing industry 
 
Source: OECD, own calculations 
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4.2.  The effect of the regulation impact indicator on profit elasticity and aver-























































Table 7  AP and PE explained by Regimpact 
  Profit Elasticity  Average Profitability 
Regimpact  -0,42  0.72** 
Observations  1197  512 
Standard Error  0,56  0,28 
F-statistic  87,92  11,26 
R-squared  0,97  0,88 






























































13   See Griffith et al. (2005) WORKING PAPER 3-09 
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Table 8  Mark-ups for Belgian industries: ECB study) vs FPB study 
 
food & beverages 15 1.09
tobacco 16 1.06
textiles 17 1.08
wearing apparel, dressing and dying of fur 18 1.09
leather 19 1.09
wood&cork 20 1.1 20 0.94
paper, pulp 21 1.12
print, publish 22 1.16
coke, petroleum, fuel 23 1.07
chemicals 24 1.19
rubber, plastics 25 1.13
non-metallic 26 1.15 26 1.13
basic metals 27 1.13
fabricated metals 28 1.12
machinery nec 29 1.16 29 1.12
office machinery 30 1.56
electrical machines 31 1.12
radio media machine 32 1.06
medical 33 1.17
motor 34 1.06 34t35 1.07
other motor 35 1.05
electricity gas 40 1.53 40t41 1.18
water supply 41 1.41
construction 45 1.17 45 1.14
garage 50 1.25 50 1.23
wholesale 51 1.21 51 1.29
retail sale 52 1.21 52 1.18
transport inland 60 1.26
transport water 61 1.07
transport air 62 1.04
auxilliary transport 63 1.3
post and telecommunications 64 1.59
financial intermediation 65 1.45
insurance pension 66 1.55
other financial activities 67 1.31
real estate 70 3.81
renting of machinery 71 1.63
computer related 72 1.17
r&d 73 0.94
other business 74 1.31








FPB (1985-2004) ECB (1981-2004)
17t19 1.05
15t16 1.14